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Athens Schoo! of Economics, 76 Patission Str . Athens 10434, Greece (Received July 1988; in revised form November 1988) LOURI H, (1989) Regional policy and investment behaviour: the case of Greece , 1971 -1982 , The present paper reports an attempt to evaluate the relative effects of regional policy on investment in Greek manufacturing industry during 1971--82, A generalized neoclassical model of investment beh aviour is used allowing for separate estimates of the effects of different policy instruments, Both regional investment incentives and infrastructu re expenditures were found to exert a significant influen ce on capital formation . Simulations with alternative polic y combinations showed that if incentives were accompanied by more equall y distributed infrastructure expenditures the cost of the policy would be the same but its effects would be enhanced : an equal amount of investment would be created with a fairer regional distribution . 
INTRODUCTION
The purpose of this paper is to evaluate the relative effects of regional policy on investment in Greek manufacturing industry in the 1971-82 period. Re gional policy was aimed at attracting firms to the periphery . It used two main instruments, namely the provision of infrastructure and investment incentives, which worked through creating a better environment for firms and reducing the cost of capital respectively. Therefore, it is necessary to identify the way in which such preferences are shaped . Industrial investment cannot normally locate absolutely anywhere. It needs an organized urban centre which will provide labour and other services, hence the importance of available infrastructure . Urbanization is a prerequisite for industrialization, although after an initial stage the two proceed hand in hand (RICHARDSON, 1978) .
Production (from which demand for investment is derived) is affected by the degrees of urbanization
